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CITY OF WRY rar

FLORENCE

KENTUﬂKYwﬁ

FINANCE DEPARTMENT

Jure 30, 2019

Honorable Mayor and City Council;
Executive Summary - Fiscal 2020 Operating Budget

The information in this document is to present the fiscal year 2020 operating budget for the City of
Fiorence. The Depariment Heads and staff hava worked very diligently to formulate a comprehensive
budget for the operations of the City for the upcoming fiscal year,

Qur budgeting process ensures rigorous management of expenses and revenues in deparimental
operating budgets. As always, we continue to closely review all of the city's expenditures and
business practices to make certain that we are operating as efficiently as possible. The resulting
budget follows our conservative budgetary principles, remains fiscally sound, and allows service
detlivery to occur in the manner our residents and businesses deserve and have come o expect.

The budget for fiscal year 2020 begins on July 1, 2018 and represents a comprehensive spending
plan for all city funds. The budget reflects all known and estimated increases in costs as well as the
estimated projections for the various sources of revenues. Qur occupational license fees, insurance
premium tax, payroll tax receipts, and real estate fax revenues are all dependent on economic
conditions and as such these numbers will be subject to continued analysis and review.

The projected revenues for all funds totals $54,775,200 and the projected for expenditures for all
funds totals $53,448,116, The projected revenues for FY 2020 represent a 4.10% increase over the
amended revenues for the FY 2019 budget. The overall increase is a result of property values
increasing, ongoing development and payroll taxes continuing to come in strong. The projected
expenditures for FY 2020 represents a 14.58% decrease over the amended expenditures for the FY
2019 budget. The overall decrease is a result of the reduction in capital outlay. One of the major
projects budgeted in FY 2019 was for the construction of a larger shelter building for rental. That
project was estimated at $1.4 million. There is an additional funding request in FY 2019 for $1.0
million for furniture, fixtures and equipment. There is also a plannad park project in the amount of $2.0
million for FY 2019. We also added additional capital reguests in the FY 2018 budget amendment.
Those requests for office renovations, the development of the Ewing/Tanner corner and the rebuild of
the public services storage facilities added anothear $3.0 million.

At the end of the previous fiscal year, the City's government funds reported combined ending fund
balances of $84,802,426, an increase of $6,832,436 in comparison with the prior year. Approximately
69.21 percent of this total amount constitutes unassigned fund balance, which is available for
spending at the government's discretion. The remainder of the fund halance is classified as
nonspendable, committed to or assigned to indicate that it is not available for new spending because
of constraints that have been placed on the use of these resources for specific purposes either
internally o externally.

Short-Term Factors:

There are short-term factors that affect each year's budget. For fiscal year 2020, a cost of living
adjustment(COLA) coupled with anticipated step increases and an increase in the State of Kentucky
retirement system employer confribution percentage will have an effect on the numbers. The cost of
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the COLA (2.0%) and step increases will cost the City and estimated $431,450 in additional salaries.
In order to keep the pay plan competitive with local agencies, Council has enacted a minimum 2.0%
COLA each July 1*starting July 1, 2018. The additional costs of benefits related to the salary increase
is estimated to be and an additional $197,800. There was one additional Events Coordinator added
and two property maintenance workers that were outsourced and eliminated for fiscal year 2020
personnel changes. The cost of the non-hazardous pension rate from $21.48% to 24.06%(12%
increase)will cost the City an additional $123,600. Likewise, the increase in the hazardous pension
rate from 35.34% to 39.58%(12% increase) will cost the City an estimated $385,000. House Bill 362
passed during the 2018 legislative session caps state pension employer contribution rate increases
up to 12% per year over the fiscal year period of July 1, 2018 to June 30, 2028.

C.0.L.A. Increases

FY 2020 2.0%
FY 2019 2.2%
FY 2018 2.7%
FY 2017 1.0%
FY 20186 0.0%

10 Year CERS Pension Rate History
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The City is self-insured for health and dental insurance purposes. At the beginning of fiscal year 2018
the City switched its’ employees to a reference based pricing plan. The full effect of that plan to
reduce health insurance costs has not been realized in fiscal year 2018 due to the run out claims from
the PPO plan in effect during fiscal year 2017. The health insurance costs projected for fiscal year
2019 are estimated to be at $3,000,000 for the second full year on the plan. The plan is coming off of
an unanticipated expensive year due to several high claimants. As a result of the projected amount of
claims and increasing health care costs coupled with increasing rates for stop loss insurance, the
insurance costs will be projected to be slightly below the fiscal year 2019 estimated costs. The dental
insurance costs will remain stable for fiscal year 2020. The dental insurance claims do not vary a



whole lot from year to year due to the maximum annual capped payments per individual. The City
offers two plans with an annual payout of $1,000 or $1,500 per individual.

Health/Dental Claims
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Capital improvements:

Fiscal year 2019 had a significant increase in capital improvement projects due to multiple one-time
projects. For fiscal year 2020 there is a decrease of $10.34 million or 39.44%. The City had several
one-time projects in the amount of $8.35 million in the prior year. Adding additional facilities, a new
event center, renovation of government offices, signage, a new park and the development of the
Ewing/Tanner corner is a listing of those one-time capital projects. The City wanted to get those into
the FY 2019 budget to be able to start the bid process. As a result, the bulk of these projects will have
significant carryover amounts for the first budget amendment for the FY 2020 budget. Capital
requests have returned to an expected level for 2020 with the anticipation of the carryover amounts.
The City would like to have all of these projects completed by June 30, 2020.

General Fund:

The General Fund revenue budget totals $36,955,000 in fiscal year 2020. This compares to
$36,020,000 in revenue for fiscal year 2019 budget amendment. There are slight increases in
property tax, payroll taxes and service to the fire district. $1.7 million in the insurance premium tax
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The {able below demonstrates the amounts collected below for those main sources of General Fund
revenues listed above and the recovery of taxes since the economic recession.

Actual Actual Actual Actual Actual Actual
2013 2014 2016 2016 2017 2018
Property Taxes $ 70030258 § 7112868 $ 7248021 § 7356483 $ 7422583 $ 7,820,248

Payroll Taxas $14,870,609 §15,419,231 §16,830,629 $16412,440 $17,952,003 $18.730,631
Insurance Taxas § 400880824 § 4274919 $ 4467479 § 42657680 ¢ 4582660 % 4,615,303

Occupational 3 2,235,304 5 2,008,956 § 2250520 § 2380422 $ 2,387,286 5§ 2,554 307

The Property Tax rate has remained the same since 2008. Thus the continuing increases since 2012
is related to additional development, both residential and commercial, in the City as well as the
increasing values due to the reappraisal of the properties.

The Payrofl Tax increases since 2013 is mainly due to additional business development and a couple
of annexations of businesses in unincorporated Boona County into the City. Business incentives were
used for the annexations. In addition, an overall increase in worker wages in the area have also
contributed to this increase.

The Insurance Tax has seen steady increases except during fiscal year 2016 when a decrease was
sustained. The State oversees the enforcement of the insurance premium license fee and
unfortunately there has not been a valid explanation for that decrease. Howaver, in fiscal years 2017
and 2018, the revenue source has rebounded. Increases in the revenue are the direct result of
additional insurance policies and rising premium costs for which the tax is based on.

Occupational license fees have been fairly steady over the last six years.
Other reoccurring revenue sources have not experienced any significant fluctuations.

General Fund expenditures in the proposed budget total $35,747 4368 which is a decrease of
$9.279,129 from the $45,026,565 that was approved in the amended fiscal 2019 budget. This bucdget
figure includes operating and capital expenditures including transfers to other city funds. The
operating expenditures are $27.1 million, a 4.08% increase over those budgeted for fiscal year 2019.
Selary and related benefits cost are contributing to the increase. The city also has plannad
expenditures for capitat items in the amount of $6.7 million. The majority of these costs are recurring
equipment and vehicle replacement, multiple street projects, and debt service for previous capital
expenditures for all City departments. The City added a one-time project in the amount of $1.0 million
for the main Street revitalization project. This will include $600,000 for the update and upgrade of the
City's firebase to bring it up to code. The thought would be that someone would lease the building
from the City and utilize the space as part of the revitalization. Additional amounts were added to
explore the costs to build a roundabout for the Mall Road and the Cayton Connector. Engineering fees
were added to determine costs to renovate the police department next.



The table below reflects historical data for General Fund expenditures for the last six years:

GENERAL FUND

CPERATING EXPENSES: FY 2012 FY 2013 FY 2014 FY 2015 FY 2016  FY 2017 FY 2018

Administration $1,983 658 §2.000,711 $2,045080 52,041,928 $2,003274 $2.233441 52472 018
Increase (Decrease) $17.053 44 389 $3,152 $51.346 §140,187 $238,577
%hage increase(decrease) 0.86% 2.22% -0.15% 2.51% 8.70% 10.68%
Public Services 54,047,585 §4.252.973 $4.236 485 $4 211 684 $4.227 681 $4,380,081 §5,243.937
increase({Decrease) $205378 316488 524 801 $10.997  $157.410 $863,848
%age increase{decrease) 507% -0.36% 0.59% 0.26% 3.73% 18.72%
Police 6,706,466 &7.157 430 $7 120464 §7 215403 $6,8973423 $7.304 822 $8,122.840
Increase{Decrease) $360,064  .$35 966 594,939 -$241 980 §331,39% $218,118
%eage increase{decrease) 531% -0.62% 1.33% 3,35% 4.75% 11.20%
Fire $6,023,190 $5881,494 36020961 56622 710 $6,805499 $7.041104 $7.779757
Increase(bDecrease) -5141,696 $139,467 5601758 §182,780 $235605 $738,653
Y%age increase(decrease) “2.35% 2.37% 9.99% 2.76% 3.46% 10.49%

The general fund is the chief operating fund of the City. At the end of the previous fiscal year,
unassigned fund balance of the general fund was $65,617,732 while total fund balance was
$73,351,888. As a measure of the general fund's liquidity, it may be useful to compare unassigned
fund balance and total fund balance to total fund expenditures. Unassigned fund batance represented
177.22 percent of total general fund expenditures and transfers for that year, while total fund balance
represents 198.11 percent of that same amount. The City also maintains a rainy day fund in the
amount of $5.0 million as a part of that fund balance.

Municipal Personnel;

A 2.0% cost of living adjustment (COLA) salary increase is budgeted for each employee of the City.
As a result, all salary increases, upon approval, will take effect July 1, 2019. Employees will be
considered for a step increase in accordance with the pay plan. Step increases would be effective
January 1, 2020 if approved. Not all employees will be eligible for a step increase depending on the
length of time step increases are provided for each authorized position classification in the pay plan.
In addition, all full-time employees must be in their current position for at least one full year to be
eligible for their first step increase for that position.

The County Employees Retirement System (CERS) approved rates for fiscal year 2019 have
decreased for the fourth year. The rate for non-hazardous duty will Increase from 21.48% to 24.06%.
The hazardous duty rate will increase from 35.34% to 39.58%. Legislation passed by the 2018
Kentucky General Assemble in House Bill 362 (Pension Reform) is expected to stabilize CERS rates
moving forward. Based on the actual 2019 rates, the increases for fiscal 2020 are 12.00% for each,
respectively. There will be a cap of a maximum 12% annual increase moving forward until June 30,
2028,



The City introduced and rolled out a new value based pricing for FY 2018 for the employees in
addition to the traditional high deductible plan. Thee value based plan eliminates the PPO (Preferrad
Provider Organization) network and the plan design is all copays. The claims for FY 2019 with the
new plan option have not remained consistent with the claim amounts from FY 2018, This was not the
anticipated result however, there were run out claims from the traditional plan in FY 2018 and there
are several high claimants in the current year so the City is hopeful that the amount of claims for fiscal
year 2020 will have a reduction with the phase out of the traditional plan and finalization of high
claimant claims. The City has efiminated the traditional high deductible plan for fiscal year 2019,

The City has a medical clinic on the campus of the Government Center as a way of cutting and
controlling medical care costs of its employees.

Personnel Cogts

Actual Budgeted
Dapartments FY 2047 FY 2018 FY 2019 FY 2020
General Fund;
Administration $ 1035412 § 1,088,785 $ 1,398,050 % 1,571,450
Public Sendces § 3161277 % 3,639.616 § 4076000 % 4,194,943
Police $ 6,506,989 § 7712427 § 8,341,000 % 5,548,000
Fire $ 6467133 § 7185800 % 7,730,600 3% 8,237,800
Water/Sewer Fund:
Administration 3 349663 F§ 430,324 % 443,225 § 4461256
Sewer & 904,307 3 962,994 § 982,500 % 925,000
Water % B13,288 % 968,327 % 876,200 3 1,004.200

Capital Expenditures and Major Initiatives:

There will be an overall decrease as a result of several one-time capital projects for the General Fund
that were started and budgeted in fiscal year 2018 and 2019. The first project was the construction of
a training facility for ali City departments in the amount of 34.2 million. The second project was the
renovation of the Nature Park shelter building and the construction of a larger shelter building for
rental. That project is estimated at $1.4 million. There is an additional $1.0 million budget request in
fiscal year 2018 for this project for the furniture, fixtures and equipment. The City has also included
$2.0 miliion for a new park on Kentaboo Avenue and an additional $1.0 million for a pedestrian
walkway on US 42 and the extension of the Northbound turn lane on Mall Road. Both of these roads
are main thoroughfares through the City.

A number of other capital items and initiatives are also included in this year's General Fund budget
which will serve to enhance the City's ability to operate effectively as well as serve the citizens
responsibly.

Some highlights of these initiatives foliow:
Technology Infiatives:

Annual computer replacement
Annual web site maintenance
Copier/printer replacement
Annual environmental



Upgrade disaster recovery batteries

Security system upgrade

Server blades and routers replacement

Care switches for the routers to be replaced

Software upgrades for Watchguard, Broadcast Pix, Mitel, Microsoft Exchange

Public Safety initiatives:

Purchase of nine SUV's
Cruiser equipment
Tasgers

Replacement of firearms
New evidence van
Portable X-ray scanner
Bosch COR Reader
Staff vehicles

Bunker Gear
Ambulance

Rescue pumper

SCBA Replacement

Public Services Initiatives:

Annual street and sidewalk replacement

Annual street striping maintenance

Mowers

One ton dump truck

Two ton dump truck

Street sweeper

F150 pickup truck

Technology and software for infrastructure program

Recreational Initiatives:

Replacement of playground equipment
Replacement of Orleans play surface

Lincoin Woods parking lot/restroom improvements
Urban Forest annual tree initiative

Kentaboo Avenue park

Facility Initiatives:

Nature Fark shelter initiative
Stadium annual maintenance

Main Street parking lot

Firebase on Main Street

LS 42 pedestrian walkway

Mall Road NB/SE turn lane extension

OQutside Agencies:

The City Council has awarded the following amounts to outside agencies for the 2020 fiscal year.
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Planning Commission -~ The budget request of $340,000 represents a 3.00% increase over the
approved 2019 budget of $330,000 with most of the increase attributed to costs of personnel services.

Florence Community Chorus — The budget request of $4,000 is the same amount of the budget
request that was approved in the 2019 budget. Funds will be used for the compensation for the music,
uniforms, the pianist and Director.

Florence Community Band - The budget request of $6,250 is the same amount of the budget request
that was approved in the 2019 budget. Funds will be used for music sheets, Director's fees, insurance
and other various operating expenses.

OTHER FUNDS
Municipal Aid/LGEA Fund:

The Municipal Aid expenditures for street materials and street resurfacing projects are proposed at
$780,200. This is an increase from the $680,200 amended budget in fiscal year 2019, The $100,000
increase is mainly attributable to an additional street project being funded from the carryover fund
balance from the fiscal year 2019 budget.

Infrastructure Fund:

The Infrastructure Fund is the fund used by the City to carry out major street, sidewalk, and right-of-
way maintenance and construction activities. The proposed revenues for fiscal year 2020 are
$3,935,000 which includes 15% of the estimated annual payroll tax coliections along with storm water
receipts. The proposed expenditures includes the annual street, sidewalk, and storm sewer
maintenance projects for the fiscal year according the five year plan in the amount of $2,425,000.

Both proposed revenues and expenditures are an increase from the fiscal year 2019 budget due to
the Weaver Road sidewalk project. The related grant portion of the project is $370,000 with the
projected expenditure to be $500,000.

Asset Forfeiture Fund:

The Asset Forfeiture Fund accounts for all funds received from seized assets and purchases made
with those funds. The budgeted expenditures total $436,200 which will be used for miscellaneous
equipmeant, portable X-ray scanner, Bosch CDR reader, {raining officer vehicle, evidence van and the
Narcotics units overtime and buy money. This compares to $316,200 budgeted in fiscal year 2019,

Aquatic Center Fund:

The Aquatic Center Fund is used to account for the operations of the City's pool facifity. Revenues are
always weather sensitive but do remain somewhat consistent from vear to year. The budgeted
expenditures total $564,900 compared to $596,900 for the amended fiscal year 2019 budget. This is
a decrease of $32,000 or 5.36%. The reason for the decrease is the budgeted amount of capital
expenditures in 2020 decreasing from $120,000 to 90,000, Current year capital expenditures include



the replacement of a hanging heaters, an ice machine, automatic roll door, water heater, and check
valves for the pumps.

Golf Course Fund:

The World of Gelf Fund is responsible for the operations of the golf course facility. Just like the
Aquatic Center the revenues are weather sensifive as well, Due to the loenger golfing season though,
revenues will tend to fluctuate Total estimated revenues of $1,082,700 are projected to cover the
estimated operating costs of the facility and produce an estimated net operating income of $149,344,
However, total projected expenses including depreciation will outpace total estimated revenues and
transfers to result in an anticipated net loss of $130,656.

Water and Sewer Fund:

The Water and Sewer Fund accounts for the activities of the government’s water and sewer sales and
services to residential and commercial users. The projected revenues of $ 8,627,500 for fiscal year
2020 is an increase of $101,500 compared to the projected revenues of $8,526,000 for fiscal year
2019. The increase can be attributed to the arte increase that will go into effect on April 1, 2020, In
addition, there is an anticipated increase in interest income due to recent interest rate hikes by the
Federal Government.

Total projected expenses of $98,334,024 are a slight decrease over the fiscal year 2019 expenses of
$9,359,874. The result of this increase is due to the decrease in personnel costs as a result of shifting
personngl,



WATER/SEWER FUND

REVENUES FY 2012 FY 2013 FY 20114 FY 2015 FY 20186 FY 2017 FY 2018
Watersales 6,528,080 $5,800,744 $5980,608 55,890,642 35824078 35807822 $5785,482
Sowat recaipts 2,298 287 2235289 2223088 22252685 2280843 2277021 2,285 304
Tap fees 88,544 67,530 41,517 64,769 107,370 194,814 77,538
Penalties 118,757 124916 118,940 117,610 100,823 99,314 102,195
Meterinstallations 43,951 36,460 24,962 37,108 70,788 76,443 42,263
Other 100,462 ae.577 63,030 112,677 61,403 110,658 93,431
tnterast 32,823 19,313 20,114 21,424 32275 63,181 101,747

TOTAL  B211904 8380829 B474,139 8560586 BA4B78B0 8729353  B485860
MNet Income(loss) $ 358800 & 507200 § 485014 § 60940t 5 Ve2v13 § 68108 § 2813
WATER/SEWER FUND
COPERATING EXPENSES: FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018
Administration £766,886 579,648 684,708 714,082 sgaa.ary $654 819 5755,237
increase{Decrease) -387.238 35,150 $289.284 -$25,108 -§34,158 $100.418
%age increaseldecreass) -11,38% 0.76% 4.28% -3.52% -4, 96% 15.34%
Sewer 51,372,766 $1,247 282 F1.2352Y5  $1222419 1224780 $1,202,105  $1.323.918
increase(Decrease) -5125,604 511,877 -$12.856 $2,340 522,654 E121.813
%age Increaseldecrease) -9.14% -0.96% -1.04% 0.19% -1.85% 10.13%
Water 34,104,915 $4.226406 $4.318,925 $4.504,774 $4.465927 34814417 $5167,337
Ihcrease(Decrease) £31.581 592 429 $185,840 -§38 847 5148 480 5852,920
%age increase({decrease) 0.75% 2.19% 4.30% -0.86% 3.32% 11.96%

Summary of Department/Fund Relationships
Funds
Municipal/ Asset Golf Water/

Dapartments Genearal LGEA Infrastructure Forfeiture Aquatic Course Sewer
Administration X X X
Fublic Sernicas X X X X
Police X X
Fire X
Aguatic X
Golf X
Water/Sewer X

10



Fund Balance/Retained Earnings:

The following table shows the projected fund balance and retained earnings changes for the fiscal
year 2020 budget;

Changes FY 2020

Municipal Asset Aguatic Water and  Worid of
Genearal Aid Road Infrastructure Forfeiture Center Sewaer Golf
Fund Fund Fund Fund Fund Fund Fund

Est. Revenues/Transfars 35,955,000 753,000 5,435,000 162,000 569,600 8,627,600 1,092,700

Est. Expenditures/Transfers 35,747 436 780,200 2.425,000 436,200 564,900 8,334,024 1,223,356

Resarves Utilized 1,207 584 {27,200) 3,010,000  (254,200) 4,600 {T06,524) (130,656)
Bey. Fund Balance 64,345,323 1,666,844 18,836,277 260,282 2,840,140 24,922,963 8,315,745
Percentage Change 1.88% -1.64% 15.98% -87.66% 0.18% -2.83% -1.57%

The General Fund increase in reserves is due to the increases in payroll and EMS revenues coupled
with a decrease in planned capital expenditures for all departments and city projects. The decrease in
reserves for the Municipal Aid Fund in due to an additional street project being added. The
Infrastructure Fund increase is the result of a leve! funding of annual expenditures being less than the
anticipated revenue stream. There is the intent in the infrastructure Fund to build up reserves to
provide a basis to insure the availability of funds for street, sidewalk and storm sewer replacements as
the City ages. The Asset Forfeiture Fund decrease in reserves is a planned reduction to fund one-time
capital items under the strict guidelines for allowable expenditures of seized funds. The Aquatic
Center Fund has a slight increase despite the fact that on an annual basis the revenues generated by
the facility will never be able to cover the expenditures. For fiscal year 2020, capital expenditures are
down about $30,000 from the prior year. However, the City does recognize that most recreational
venuas for parks and recreation are provided for the enhancement of the community.

The City's Water and Sewer Fund is an enterprise fund and is expect to at least break even or make a
profit for future operations and infrastructure needs. The decrease in reserves of $706,524 is due to
the annual depreciation expense in the amount of $1,650,000. The annual debt service payments are
approximately $245,000 and will end on July 1, 2023, The City has passed various new rate increases
that will go into effect on April 1, 2019 or April 1, 2020.

The World of Golf Fund is the City's second enterprise fund. There is also an anticipated decrease in
reserves in the amount of $130,856 due to annual depreciation expense of $280,000. The golf course
is currently debt free.

11



BUDGET SUMMARY

FY 2019 M unlcipal LEY T A quatic Water and Weorid of
Ganaral Ajd Road Infrastructure Forfeiture Cunter Sewar Golf GRAND

F und Fund Fund Fund Fund Fundg Fund TOTALS
Beg. Fund Halanca 73251688 1620,044 AR TrR 40,982 2,804,740 25,758,837 848,645 RBATTEDR
Exl, Revenuas/Transfors 36,020,000 T000 4,510,000 ns,500 830,300 B,G28,000 1,170,900 61678,700
FOR AFPFROPRIATION! 109,371,888 2,327,044 20,962,772 LY&.482 3,437,040 Ja4, 282,837 2,689,445 80,557,508
Adminiatrative #822,300 B - - - - " 2,822,300
Bublic Services 6,435,500 - 2,127 485 - - . g 7565995
Police Servicas 5,858,100 - - 38,200 . . 8,174,300
Fira f E.M 5. Services B,372, 100 - w B B - - 8,372,%00
Farke ! Recraation " " - B 45,900 - - 586,800
Capital Cutlay 15,538,040 B&0.200 - - - - " 6,218,240
Other Agangias 430,000 - - - . - 430000
Debkt Sorvice 1541524 - n n . - - 1841525
Vater and Bewer - - n " B 9,309,874 - 8355 874
Galf Course - - - B - 1273, 700 1273,760
TOTAL EXFENDITURES 43,101,866 Ea0,200 2,127,498 216,200 686,800 H,358,874 LRETI,TO0 57,455,834
Transfars 1925000 N - - _ . .
TOTAL 48,024 565 530,200 227,485 3H,200 585,900 8,308,874 273,700 85,280,934
End. Fund Batance 64,345,323 1,888,844 8,835,277 ZEQ,282 2,840,140 24,922,963 5,315, Tak wifre b5t
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BUDGET SUMMARY

EY 2020 Municipat Astet Aguatic Water and Warld of
Goneral Ald Road Infrastrutture PFaorfeiture Cantar Sewear Gulf GRAND
Fund Fund F Fund Fund Fund Fund TOTALS

Beg, Fung Balance 64,345,323 1656 B4 B8IEZTT 2E0.282 2.840,40 24,922,963 8315, 745 BTG LT
Ext. Revanuoes/Tranefers 36,855,000 Tad 000 5 438,000 BZ,000 568,500 8,827,500 o8z 7o0h 53,844,700
FOR AFPPROPRIATION! 104,300,323 2,408,844 24,270,277 442 282 3,408 640 33,860,463 8,408 445 74791274
Adinisiatrative 3,447,858 . - - . . - 3,447,958
Public Sarvices B.0RE442 - 2425000 - - - - 7.AB3 443
Foiice Servicea 8,083 N0 - 436,200 - - 9.48%,300
Fira f EM 5. Services 8,475,308 - . u - - - B8.875,309
Farks / Racraation - - " a fb4 BOD " w RE4 900
Capital Qutlay §5.93728 Tan.20a . B - . - 5,873,925
Olhar Agencies 440,600 - - . . - 440,000
Debt Sorvice 1543800 - - - - - - 1543900
Water and Sewar - - u - - 8,334,024 . 6,234,024
Gaolf Courgs - - B - - - 1223358 1,223,955
TOTALEXPENDITURES 33,822,438 7RO, 200 2,488,000 436,200 BG4,800 9,334,024 1,223,566 48,586,156
Trans fors 1825,000 . - - -

TOTAL 35,747,438 780,200 2425000 430,200 564,900 8,534,024 1223,356 Se.51 18
End, Fund Balance 66,862,887 16829,644 21,846,277 8,082 2,844,740 24,218 439 8,186,088 124,260,156
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TOTAL REVENUES/TRANSFERS
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Concluding Comments:

The preparation of the budget and the approval by the City Council is one of the most important
functions that occurs at the end of every fiscal year. The budget is the initial structure of guiding the
City starting the upcoming year by laying out anticipated operating and planned capital expenditures.
The preparation process starts at the department level and proceeds through the review, final
preparation and submission process to the Mayor and Council.

The budget brings with it a continuing conservative approach for the revenue amounts. The City of
Florence has experienced some economic growth during the last two years and seems to have had a
slight recovery in the areas of payroll tax and insurance premium taxes and occupational license fees
during the current fiscal year. The City has been successful in dealing with budget realities in a
positive manner to remain financially sound. The budget for the 2020 fiscal vear calls for slight
increases in core revenues in comparison 1o budgeted and projected results for fiscal year 2019, it is
anticipated that property tax revenue will remain constant with the level experienced during the prior
fiscal year and that Council will not adopt a property tax increase for the ninth year in a row. The City
expects slight growth in the remainder of the core revenue line items. The City has taken an extremely
conservative approach to our expenditures to be able to continually provide the highest level of
service for the residents. The City will once again reinforce the philosophy about only purchasing that
which is deemed to be a necessity in order to provide services at the lowest possible cost. The
anticipated continued growth in the community is expected to linger as the economic situation
continues fo recover and improve over the next couple of years. The rising cost of all types of
insurance, including liability, worker's compensation, and health and dental continues to be an annual
struggle. In addition, health care reform costs, state mandated retirement confributions and rising
motor fuel and utility costs are continuing to increase the annual growth of the City's expenditures.
The City continually evaluates the personnel costs and adjusts benefits offered to try to maintain a
balance between a competitive pay package and the associated costs. Various changes have been
made to the employee benefits to assist in curtailing personnel cost increases in the future.

In 2018 Senate Bill 151 was passed for state pension reform. incorporated in that legisiation was a
provision 1o create a new payment methodology for employers in the retirement system to pay off the
total unfunded liabilities of the plan over a new closed 30-year period using the ievel-dollar
amortization method. Subsequently, on December 13, 2018, the Kentucky Supreme Court declared
Senate Bill 151 void and unconstitutional. There has been no pragress since then.

The City is constantly looking for ways to operate the departments more efficiently and effectively.
There is a constant emphasis on managing current year expenditures while still trying to add to the
reserves at the same time. The City is forecasting that we will have the ability to do this for the next
five years,

The Council continues fo follow a rolling thres-year strategic plan and monitor the sconomic
conditions to maintain a conservative approach to the City's finances. Those plans include projecting
out the salaries and benefit costs which make up 82% of the general fund operating expenditures at
an 8% annual increase. The City's pension costs have decreased very slightly over the past three
years but are still an enormously large benefit item that it dictated to the City by the Kentucky
Retirement System. Due to the pension crisis in the State of Kentucky pension rates have increased
12% for fiscal year 2019 and 2020, The health and dental costs continue to increase, Since the City is
self-insured, we have a strategy of implemented a new plan design every three years. After the
implementation of the second year of the three-year plan, the City monitors the effects of the changes
as well as the annual changes occurring in the market place to have an idea of where the plan
changes need to be made for the next three-year plan, The City also opened its own health care clinic
in December of 2013 to contain third party costs. We continue to monitor how to keep the clinic
operating efficiently and in unification with our insurance plan to achieve the highest return on that
investment. All additional contractual and operating and maintenance expenditures are projected out
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using an annual 4% increase, The basis of the three year projections is to monitor the fund balance
position as the City continues to move forward into the future,

Long-range Financiat Plan

The City needs t0 make sure that it has the resources to provide the services expected by the
residents and {o take care of the infrastructure and all of the City amenities that have been built over
the previous years. Without a plan in place to continually forecast revenues and expenditures, the City
will not remain viable in the long-term and when the next ecanomic downturn occurs. With the City in
the middle of the largest retail hub in Northern Kentucky, we need to be able to maintain and provide
services that we currently have to continually attract and retain the businesses. Without those
businesses and the resulting tax base from them, the City will struggle to be the great place to live,
work and play that it is today.

The State of Kentucky is expecting robust growth in domestic product, hourly earnings and average
weekly earnings suggesting a strengthening labor market. Kentucky's median household incomes are
continuing to increase. Since the 2009 Recession, Kentucky's economy has gradually changed
maving from goods-production toward service-providing. Two sectors have lost a significant amount of
workers — manufacturing and mining and logging. Conversely, the largest increases are professional
and business services, educational and health services, trade, transportation and utilities. This
transition from goods fo services has diminished the sales and use tax base. The wage and salary
growth in Kentucky's urban triangle has outperformed the U.S. average. i is the state's primary
economic engine. The state's urban triangle has experienced a 6.8 percent increase in total
employment which also exceeds the U.8. average. The City of Florence is part of the urban triangle
and has experienced the rewards of the recovery since the 2009 Recession.

The City continues to implement its annual plan to upgrade the City's infrastructure. Contractors were
hired and are replacing certain sidewalks and curbs and are repaving City strests. The City has
continuing plans to upgrade the water and sewer system as well as the storm water infrastructure
during the upcoming year. In addition to the annuat plan, the City maintains a rolling five-year capital
plan for infrastructure, equipment and vehicles. The plan is in place to address deparimental needs
and determine capital funding needs for the future. Major infrastructure improvements such as streets,
water and sewer have $50,000 annual increases. All other amounts are at estimated actual costs.

The City does have multiple major projects planned for fiscal year 2019 that will carry over into fiscal
year 2020, Past fiscal year 2020 the only major project would be the revitalization of the Main Straet
area. This is a new initiative that the City has just started exploring during fiscal year 20198, The initial
investment in fiscal year 2020 is to develop a parking lot and upgrade the closed firebase to bring it up
to code. The hope is that these two activities will spur redevelop of this corridor. The goal would be to
bring the old downtown area back again and create a hub for the City of different activities from the
existing retall corridors. All projects and operations in the rolling five-year plan have been provided for
with the City's current reserves. The recent addition of additional personnel and wage increases as
part of operations will have a slight impact on reserves moving forward but are inclusive in the plan.
There are not any major future capital projects or operational plans that will have a significant impact
on the budget past the five-year plan. The final debt service amounts will be retired in September of
2032 with significant amounts of cash flow being increased with the fwo bond issues to be refired in
June of 2027 and June of 2028. As stated above, the City is focused on being in "maintain” mode to
be able to atiract the business and resident mix necessary to preserve this viable community. Without
the continuous upkeep of the many features, infrastructure and amenities, this community will suffer
and that could potentially have a measurable impact on the long-range plans of the City. The City has
always looked past the five-year plan to assess what future maintenance needs will transpire for the
City as whole and how will we be able to fund those needs. That is one of the reasons that the City
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has accumulated a projected fiscal year 2019 balance of $64.3 million in reserves for the General
Fund knowing the importance of having a future funding mechanism for financial stability.

Economic Update

According to the 2010 census, the residential population of Florence was 29,951, As we approach
another census year in 2020, we will have a new, official count of our residential population, but the
gstimate in 2018 was 33,284, That estimate represents an 11% increase over the decade. New
schools, residential developments, and parks have been planned for or expanded to accommodate
the growth. This residential census data, white important to the city’s overall story, is only a fraction of
our growth narrative. As we know, the City of Florence is known as an employment, industrial, office,
retail, and dining hub of Northern Kentucky. | would extend that and say that when we analyze traffic
patterns, we are a center of activity from Southeast Indiana and some areas of Southwest Ohio, as
well. This means the number of people coming to Florence daily to eat, shop and work, far exceeds
our residential population. This is a good thing and is why we have realized the successes we have
over the years, Qver the last few years we have generated more than 3600 million in new private
sector investment from a wide array of industries, expanding our tax base and creating hundreds of
new jobs for our citizens.

After five years, the Florence Heights development is complete. The last piece of this development,
Menard's, is scheduled to open next week. Concern remains nationwide about the future of brick and
mortar retail stores and large urban malls, While there is no denying that the brick and mortar world is
changing, our discussions with some of the national retailers have assured us that they recognize that
as needs in the retail arena shift, so must their focus. They view the changes as an opportunity to
recreate and reinvent the retall experience for the next generation. For those brick-and-mortar stores
that look to the future — those retailers around the world that are increasing their data analytics effort
in the physical shopping realm, are improving their operations and customer experiences,

There are visible redevelopment projects currently taking place at the former HH Gregg building. This
65,000 square foot building is being completely renovated and subdivided into two new stores. Right
next doar, the building with TJ Maxx and Home Goods is receiving a make-over, making room to add
a new, third tenant.

While we are on the topic of retail, we would be remiss if we did not discuss the Florence Mall. One of
the largest properties and highest assessed real estate in Boone County, underwent a change in
ownership last year. Malls, in general, are dealing with shifting consumer preferences, as well. We
have been in discussions with Brookfield Properties, owners of the mall, and they have successfully
redeveloped malls around the country. Our charge to them has been to explore streetscape
improvements, a diversity of tenant spaces, and thinking to the future.

Recently, a thirty-million-deflar construction project on two large commercial buildings was completed
on Ted Bushelman. The 550,000 sq. ft. building which sits directly behind Wal-Mart is home to DB
Schenker, a global logistics solutions and supply chain management company, According to
Schenker, within three years 600 new employees will operate in Florence. As many people know, due
to the social media fanfare it generated, a new Wayfair building cpened on the comer of Renegade
Way and Ted Bushelman Bivd. The 350,000 square foot building has a distribution and receiving arm
and is the first retail store front in the country for Wayfair. Also, GE Aviation, announced a new facility
on the corner of Ted Bushelman and Doering Drive, This 78,000 sq. ft. building will employ close to
100 new people and is a welcomed addition to the comridor. 4 new hotels, Holiday inn Express,
Fairfield Inn and Suites, Tru Hote! and Staybridge Suites are all under construction in the Houston
Road Corridor as well.

A few of the other recent openings include Dominion Senior Living, First National Bank of Kentucky,
Mothing Bundt Cake, Becoming Mom Spa & Ultrasound, Restyle Home Furnishings, Keller Williams
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Realty Office, Breakers Grill and Tate Training Center. Construction is ongoing on the ranch style
town homes known as the Villages of Florence on Hopeful Church Road and its sister project, Villages
of Weaver located on Weaver Road.

Those are just some of the highlights and we would encourage you to read the City's latest
Development Update published quarterly on our website. It contains details about all the new
development occurring in Florence,

One of the major issues on everyone's mind is the ramp up to the Amazon Prime Air Hub, which plans
to be fully operational on the campus of the Cincinnati/Northern Kentucky International Airport in
2021. We continue to engage with representatives from Boone County, the Airport, traffic consultants,
the Kentucky Transportation Cabinet and Amazon, as well as working with members of the Northern
Kentucky Legistative Caucus as we try to determine the potential impact to traffic flow in and around
the city. Amazon and the spin off development it creates will offer chalienges to our infrastructure, our
housing and our employment base. Working together we can minimize the negative impacts and
focus on the many opportunities that will oceur for all of our residents and businesses.

The successful enactment of the budget includes the commitment, support, and encouragement of
our Mayor, City Council, residents, businesses, visitors, emplovees and volunteers combined. The
best way to continue to grow is to make sure the City tays the foundation for a strong future: sound
city finances and second-to-none public services, The state of our city is strong and will continue to
get better,

The City has so many people who work hard to keep us safe, so many people who work hard to
protect us and take care of us, s0 many people who care about the way things develop and are
maintained . . . and 80 many people who live here and appreciate it all.
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Strategic Plan Fiscal Years 2020-2023

The City of Florence is the retail hub for the Northern Kentucky area. Our focus on financial management
and economic development has established the city as a center of commerce in the Greater Cincinnati
and Northern Kentucky region.

Our Goals 2020-2023

The City of Florence, in partnership and communication with residents, businesses, and schools is
dedicated to:

Providing a safe, healthy, welcoming atmosphere where people choose to live
Prometing economic vitality and strategically positioning Renton for the future
Supporting planned growth and influencing decisions that impact the city
Building an inclusive informed city with opportunities for all

Meeting service demands through high quality customer service, innovation,
a positive work environment, and a commitment to excellence

» Providing a safe, healthy, vibrant community
o Promote safety, health, and security through effective communication and service delivery
o Facilitate successful neighborhoods through community involvement
o Encourage and partner in the development of quality housing choices for
people of all ages and income lavels
o Promote a walkable, pedestrian and bicycie-friendly city with complete straets,
trails, and connections between neighborhoods and community focal points
o Provide opportunities for communities 1o be better preparad for emergencies
«  Promote economic vitality and strategically position Florence for the future
o Promote Florence as the progressive, opportunity- rich city
o Capitalize on opportunities through bold and creative economic development strategies
o Recruit and retain businesses to ensure a dynamic, diversified employment base
o Nurture entrepreneurship and foster successful partnerships with businesses and
community leaders
o lLeverage public/private resources to focus development on economic centers
*  Support planned growth and influence decisions that impact the city
o Foster development of vibrant, sustainable, attractive, mixed-use neighborhoods in urban
centers
o Uphold a high standard of design and property maintenance
o Advocate Rerton's interests through state and federal lobbying efforts, regional
partnerships and other organizations
o Pursue transportation and other regional improvements and services that improve quality
of life
o Balance development with environmental protection
= Building an inclusive informed city with opportunities for all
o Improve access to city services and programs and make residents and businesses aware
of opportunities to be involved with their community
o Build connections with ALL communities that reflect the breadth and richness of the
diversity in our city
o Provide critical and relevant information on a timely basis and facilitate two-way dialogue
between city government and the community
» Encourage volunteerism, participation and civic engagement
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